
I M  FR OFC 

August 25, 2005 

3onathan G. K n h  
Secretary 
Securities ond Exchange Commission 
100F Street, NE 
Washington, DC 20549 

Re: Request for Exrensim aT' Compliance Dates for Certain Aspects of Rule 202iaK '111-1 
(57-25-991 


Dear Mr. Kap; 

The Financial Services lnstituce' (lfi~rituh)respectfullyrequests that the Comrni5sion extend 
cornplionce dates for certain sections of Rule 202(aX11)-1[the Rule) b r n  October 24,2005, to 
April 'I, 2006. FS1 requests this extension to dllow our member firms odequate time to 
implement changes in heir systems and procedures to ensure r ~ r n p l i ~ n c ewith ppbmgraphs:(b)(2) 
and (b)(3),[he financial,planning and discretionary brakerage seccions OF he Rule, 

Institute rnernbers hove'a number of similar business chomcterisrics. They generally cleor their 
securities business on Q fully disclored basis; primady engage in the sale of Covered Securities by 
"check and application"; take a cornprehe,nsiveE ~ P ~ O O C ~to their clients' financial,goals and 
objectives; offer primarily packaged prodyc~asuch a.s.rnutualfundsand Fixed and variable. . . 

insurance products; and prqvide investlnent.nd'visory tiemices through wither affiliated registered 
investment,adviser Finns, or such Fims owired by their registered representotiyes. Our members' 
registered reprs5entqtivel; are independent. contracrors, rqrhcr than employees OF owmember 
broker-tjeplek. These ?egi~tered.represen~:a~i~e~;are typimlly ln~atedin communi15eswhere f iey 
h o w  rh$.iiclimb personally and pmvida invertmenr advice LO cheir d i e m  on a foca-to-be 
b&. ourmembers geneidly do hot conrentrcrw their retoil business on cha sale pE individual 
stocks and bonds; en&e in oc~ivotmding strategies; make rnorkets; cony inventories; engage in 
investment bonking services; or prepare and issue reseorch LO retoil customers. We believe o u r  
menben have a ztrnng incentive to keep their clients' interests paromaurit because they take o 
comprehensiwe. holistic opproac'hto their clients' financial needs and abjeceives. 

Pamgroph (b)(2)a[ the R u b  defines when o broker-dealer provides advice thatis not solely 
incidentgl to t h e  canduct of ' ik  business os o btoker or dealer because it i s  "inconnection wirh 
providing financial planning services," An extension c$ po~agrslph(bK2)of tho Pub is needed so 

FSI member Rms'con determine which activities are subject ro !he Invescrnent Advisers Act. and 
then develop and distribute ,appropriate di~clos,ures.Not only will disclnsure.documents need to 
be rsvised and redistributed, hut: subscctntial csrr~puterprogramming c h o n g e ~ . ~ l lbs necessary La 
ensure sarnpl.ience with the Rule. Most FS1 membe.rs wi.ll.fincJ,ifextremely diTFici~k,if noc 
impos&hle, LO mest the October 24, 2005, depdline For compliance. 

' The Financial Services lnrtitute, voice up (;he'lrldepen.dent'~onhacrorraker-~ea~er, was Fom~edan 3anuar)r 1, 
2004. Our members ore broker- dealer.^, uF~crrldually regis~eredos fedcral inves!mcnLadvisers that senrr registered 
r . ~ p t e ~ ~ r l t ~ t i v e swho are independent cantroctnrs. The Inaiirur!~has aver 100 member fims.with more than 
720.000registered representatives ~ n dover $8.3 billion in Tohl  Revcnuas. 
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Further, when the Institute submitted commenh on the Rule in Sepkmbcr 2004, we did not 
unticipote t h a t  t h e  hmmission would attempt to funher define activities that require investment 
adviser registration. Since he finalRule went beyond whot the industry expected, we believe it 
would be prudent to allow more time co ensure compliance. 

Porngraph (b)(3) of the Rule requires broker-dealers EO treat accounts as investment advisory i f  
the reprem-irorive exercises investment discretion on mare than a "temporoy and Gmited" basis. 
FS1 rnernbes need cidditionol dme far r;he extensive review of individuol accounts in order to 
assess the status of each account under the Rule. After the ossessrnent, FSI mernben willneed to 
cantact clienfi who hold "discretionary" accounts under the Rule and allaw them ample time to 
decide, irr consuk~rionwith their financial advisor, which type of account they wish to rnuintuin. 
Firms wil\ then need tirrle CQ implement dients;' wishes and ta ensure compliance vvith all aspects 
of the Investment Advisers, Act. We believe o camplionce dace aF April 4 ,  2006 will allow FS1 
member5 Lime to wnduct these reviews, consult with clients, and then ensure compliance. 

We understand the 5~aFF's;reluctance to provide more specific guidance on the Rule in Light of t h e  
litigation an the Rule pending in the federol courts. We gre conccmcd that the lock of specific 
guidnnce will further exacerbate probl~rnswith ensuring compliance by October 24, 2005. 

the commission^ consideration OF our  request. Pleose feel free to contoct me at 
que5ti:ions or to dircusrj Further any OF o u r  comment.. 

Kecutive ~ i r&torand CEO 

pc; Honorable Christopher Cox, Chairmon 
Honorable Cynchia A. GLossmon, Commissioner 
Honorable Paul S.A~kins,Commissioner 
Honorable Roe1C.Csmpos, Cornmisr;ioner 
Honorable Annette L.Nazareth, Commissioner 
Myer Eisanberq, Acting Ih'rector, Division of lnvesmwnc Management 
Robert E. Plaze, Associate Director, Division of Investment Manogement 
Robert L.D. CoLby,Acting Director, DivisionofMarket Regulolian 


